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KEY BCONOMIC INDICATORS. 
Values in million US$ wmless otherwise stated. (Exchange rate as of 3/7h,$1=Taka 8 appr.) 


Went IAB) M=13/Th 
FY-1969 - x 
or 19 ss TS 


INCOME, PRODUCTION AND EMPLOYMENT 
GDP at current prices (1973) $ 5,368 
GDP at constant 1967-69 prices $ 6,151 $ 6,626 
Per capita GDP, current prices $ 70 $ 60 


Plant & Equipment Investment 
Indices: (1969/70=100 at end FY) 
Manufacturing output (value basis) 59 
Avg. labor productivity (jute ind.) 77 
Avg. industrial wage (jute ind.) 
(1966=100) (monthly) 152 


Employment (labor force, millions, est.) 26. 
Percent unemployed 


MONEY AND PRICES (12/21/73) 
Money supply (million Takas, end period) 7,360 
Public Debt Outstanding 

External Debt (disbursed only - mostly 
pre-liberation obligations, not yet 
wholly. accepted by BDG $ 1,413 
Index: 1955-56"100 (1/31/7h ) 
Cost of living (Dacca Middle Class) 315 435 


BALANCE OF PAYMENTS AND TRADE (12/21/73) 
Gold & For. Exchange Reserves $ 156 $ 153 


Balance of Trade 1970/71 1972 1973 


Emorts, f.0.b. $21 $303 $ 316 
U. S. share 53 39 7h 


Imports, Coiefe $ 328 $ 750 $ 630 
U. S. share (f.0.b. basis) 10h 137 127 


Main commodity imports from US (1972): Wheat, $53.) million; rice $16.) million, 
soybean oil $20.) million; cotton $13. million; fertilisers $9.9 million, according 
US Department of Commerce figures. 


Sources: Bangladesh Bureau of Statistics for most data; Bangladesh Planning 
Commission's First Five Year Plan; International Development Association; 
Asian Development Bank; U.S. Department of Commerce (for US trade share). 
The Bangladesh fiscal year runs from July 1 - June 30. The ratio of takas 


to dollars is about 8:1 at the current official rate which, however, floats 
with the pound sterling. 





Sumery 


The new nation of Bangladesh, born amid the dislocations of a bitter 
liberation struggle, faces myriad problems. Despite huge inputs of 
foreign aid and domestic resources, the overall economy has not yet been 
able to reach its 1969/70 production levels, the nation's last "normal" 
year. Moreover, the specters of overpopulation and hunger often compel 
the government to devote substantial amounts of available resources just 
to feed and clothe the growing population. 


Meanwhile, there is great public concern about, inter alia, inflation and 
the shortage of essential commodities and of agricultural and industrial 
inputs. That the impact of greatly increased prices for fuel and other vital 
imports has not struck Bangladesh with the same gravity as it has some other 
underdeveloped countries is largely attributable to the agricultural, near- 
subsistence nature of the economy. Still, owing to the increased price 

of imports and other factors, the government has recently had to sét about 
revising short and longer range plans for the nation's socialist economic 
development. 


Bangladesh enjoys, within a sub-continental context, reasonable political 
stability, and its people have an amazing capacity to absorb natural and 
other calamities. There have also been some recent signs of rising 
exports and increased confidence among members of the private sector. 


Opportunities for US firms exist in trade, investment and services provided 
they will actively seek out such business. Notwithstanding the country's 
foreign exchange problems, financing is often available from various 
sources. 





CURRBIT ECONOMIC SITUATION AND TRENDS 


Fackground - When Bangladesh (former East Pakistan) gained its freedom 

in er 1971 after a bitter struggle, the country's economy and much 

of its political-administrative structure lay in shambles. The country is 
desperately poor = average annual per capita income around $70. It is 
greatly overpopulated - 75-78 million souls in an area the size of Wisconsin. 
And the economy is overwhelmingly agricultural, much of it subsistance 
farming. 


The international community, with the US and India in the lead, launched 
in 1972 a major effort to assist the fledgling Bangladesh Government in 
the enormous task of reconstruction, rehabilitation and resettlement. 
Foreign aid worth about $1.) billion (roughly 1/3 from the US) poured in 
and helped to avert starvation, rebuild homes, restore much of the 
disrupted transportation network, etc. 


At the same time, the new government adopted policies of nationalism and 
socialism. It took control of medium and large industries, domestic banks, 
general insurance companies, and much of the internal distribution and 
foreign trade apparatus. Very little scope was left for private entre- 
preneurs, many of whom moved into indenting. 


Current Situation ~ The economy has been stagnant, overall, for the past 
two years. There has been very little investment or new construction. 
Manufacturing, which accounts for less than 10% of GDP, is producing well 
under the 1969/70 level, the economy's. last "normal" year. The current 
rate of inflation is estimated at about 30-35%, and prices of essentials 
average 2%; times higher than in 1969/70. 


The rate of unemployment is estimated at between 30% and 50% depending 
on definition and season. Moreover, underemployment is quite high. 


The country's foreign exchange position (which had been relatively 
favorable owing largely to foreign aid and to restrictive import policies) 
has recently begun to decline markedly. Most of the recent outflow has 
presumably been spent on food, fuel and fertilizer imports, the cost of 
which has risen drastically during the past half year. 


The country's currency, the taka, which is nominally on a par with the 
Indian rupee (and which is worth about 12¢ at current official rates -- 
$1 = about Tk 8), has for a number of reasons been unable to maintain 
free market parity with the rupee. Recently, though, Government officials 


have denied that Bangladesh would agree to any proposed devaluation of the 
taka. 





Scarcities of essential commodities have accentuated inflationary 
pressures. Other inflationary factors include the smuggling of raw 
materials and goods into India (though there is some re-flow); deficit 
financing and a concomitant increase in the money supply (nearly doubled 
since liberation); and hoarding (although Pakistan's recognition of 
Bangladesh in February 197) led to some dishoarding by those who expect, 
probably erroneously, that Pakistan will again become a major source of 
cotton, rice and textiles). 


iad Problems ~ Depending heavily as it does on two crops, rice (the 
* 8 and jute (the main export in raw and manufactured form)s 
Bangladesh is especially vulnerable to the vagaries of nature - subject 
to drought as in 1972 and severe cyclones as in 1970. 


Many of the other problems, though, which beset the economy are attri- 
butable to the liberation war and its aftermath. Government leaders and 
planners have complained publicly about the following: a lack of trained 
and properly motivated manpower, including managers, to run the nationalized 
sector; labor problems, especially in the public sector; shortages of raw 
materials, components, spare parts, replacement equipment and sometimes 

even fuels improper maintenance of existing equipment; inadequate financing 
for nationalised industries; corruption; and transportation breakdowns. 


Moreover, each of these and other factors interact to compound the prevailing 
economic disequilibrium. 


The investment policy which the government introduced in January 1973 to 
encourage domestic private investment and to attract foreign participation 
(on a minority equity basis) in joint ventures with public sector corpora- 
tions has thus far been generally unsuccessful. That the government has 
not yet made compensation for firms it nationalized in 1972 has certainly 
not encouraged would-be- investors. 


Even public sector investment lags. For example, for the current fiscal 
year (which began July 1, 1973), the government budgeted Tk 5.3 billion 
for development projects. However, revenue surpluses and foreign aid 
disbursements have fallen far short of expectation. It now appears that 
only about Tk billion will be invested in development this FY. Further- 
more, the tremendous recent increase in the prices of essential imports 
has already forced government planners to start revising substantially 
the country's first Five-Year Plan (1973-78), which had been published 


Meanwhile, the population explosion continues as Bangladesh annually adds 
some 2.3 million new mouths to feed. 





Political Stability - The ruling Awami League party, through the 
constituent seit, proposed and won approval of a new national 
constitution in less than a year after liberation and won an over- 
whelming victory in the country's first election, in March 1973. It 
controls parliament and thus the government which is headed by popular 
Prime Minister Sheikh Mujibur Rahman. The government did much to restore 
law and order in the chaotic post-liberation period, but the local press 
continues to report banditry and political assassinations, especially in 
some outlying areas. The relatively small and fragmented opposition forces 
have sought to capitalise on public concern about inflation, shortages, 
alleged corruption, and other politico-economic problems by putting the 
blame for these shortcomings on the government. The government, for its 
pert, has declared its determination to deal. firmly with these problems. 


B + Spots - All is not bleak, however. Exports of jute and jute goods 
Ere recently spurted, partly because of earlier delayed shipments and the 
energy crisis which has made natural fibers somewhat more competitive with 
synthetics. A few private sector voices are beginning to be heard, who 
feel an economic upswing will soon come about and who are even willing to 
consider investing their ow funds in local projects. Reasons for this 
optimism are difficult to pinpoint. Some feel the government will give 
the private sector greater scope in developing the economy. Others may 
feel that the prospects of trade with Pakistan and eventually China will 
give the economy a needed boost. Moreover, there are recent indications 
that the governmental machinery may be improving its operations. This, 
too, could help instill confidence in the private sector and increase the 
efficiency of the nationalized sector. 


While no economic miracles can be expected, there are other areas where 
some degree of optimism may be warranted. The proposed exploitation 

of known, sizable natural gas deposits may help Bangladesh along the 
path toward foodgrain self-sufficiency through increased fertiliser 
production and may even lead to some gasebesed exporte.. Also, explo- 
ration for oil is expected to begin in earnest this year. If commercial 
quantities of oil were discovered, Bangladesh's economy might benefit 
substantially © 


Finally it should be noted that, despite its manifold problems, 
Bangladesh and its people have survived calamities and disasters 
that other nations might have found insurmountable. Here, the masses 
can be satisfied with, and thrive on, the barest essentials, always 


provided, of course, that the rapidly growing population can continue 
to acquire those essentials. 





IMPLICATIONS FOR THE UNITED STATES 


Given the current economic situation and prevailing policies mentioned 
above, American investors have not been much attracted to Bangladesh 

during the past two years. Nonetheless, opportunities exist for invest~ 
ment, trade and the provision of services. Japanese and European firms, 

it should be noted, are competing heavily for the business that is avail- 
able. Many US firms might find it profitable to explore these opportunities, 
especially since American goods and services enjoy a favorable reputation 

in Bangladesh. 


American and multilateral (chiefly World Bank and Asian Development Bank) 
aid projects should be of particular interest to US firms. Specific 

areas of greatest potential for American investments and/or sales include 
pharmaceuticals (two US firms are involved in joint ventures in this field), 
agri-business and irrigation projects, a proposed petro-chemical complex, 
power plant construction, oil exploration and auxillary services, tanneries, 
limestone mining and cement production, tire production, automotive assembly, 
and sundry light industry. 


Moreover, Bangladesh could become a significant supplier of frozen seafood 
(especially shrimps and prawns), top quality hides and skins, and new jute 


products (other than the traditional carpetbacking and bagging), for which 
US markets exist or could be developed. 


The U.S. has long been the country's chief foreign trading partner, even 
when Bangladesh was East Pakistan. Notwithstanding the lack of up-to-date 
trade figures, it appears that in 1973, the U.S. was again Bangladesh's 
chief supplier and customer (mainly for jute carpet backing). Although 
most US exports since liberation have been financed by US aid, Bangladesh 
has made significant commercial purchases of wheat and other commodities. 


Unfortunately, pending the satisfactory settlement of some pre~liberation 
debt and compensation issues,neither Export-Import Bank financing nor 
OPIC insurance is. yet available. Although a bilateral agreement on OPIC 
incentives has been proposed, it cannot be foreseen when it might be 
satisfactorily concluded. 


When Bangladesh turned to socialism, it centralized much of its importing 
in the State-owed Trading Corporation of Bangladesh (TCB). When, however, 
the TCB proved incapable of efficiently handling a huge number and variety 
of import orders, the Government shifted some of the import responsibilities 
to various ministries and other public sector corporations. The private 
sector has received a relatively small proportion of global import entitle- 
ments and many of these are linked to barter and payments agreements and to 
tied funds. Most public sector purchases are conducted on a tender basis. 





American suppliers will generally find it advantageous to appoint local 
firms as their agents who will bealert to and follow up on trade opportu- 
nities. In Bangladesh, as elsewhere, most business deals are concluded 


by firms having good contacts and timely information about upcoming pur- 


chases and projects. 
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